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Testimony for the Evidentiary Hearings, stranded costs of electric utilities 
Docket U-0000-94-165 by Jim Driscoll representing Arizona Citizen Action 

Arizona Citizen Action is concerned that the deregulation of electricity could 
disadvantage residential and rural customers in Arizona. We ask the 
Commission to meet its constitutional mandate to protect small customers by 
structuring competition to benefit small residential customers. 

* We ask the Arizona Corporation Commission to hold standard offer customers 
harmless for the potential costs, especially stranded costs, of deregulation. 
While it may sound fair that all customers should pay stranded costs, it is not. 
Standard offer customers are already paying for those costs. Only customers 
benefiting from competition should be charged stranded costs. When we ask 
the Commission to hold standard offer customers harmless, we mean in all 
charges, rates, taxes, costs etc. 

*Arizona Citizen Action asks the Commission to cap rates at their existing level. 
Small as well as large consumers should benefit from reductions. 

*Arizona Citizen Action supports renewable resource goals and solar energy 
provisions in the existing rules. We also support conservation of energy and thus 
the recovery mechanism of per kW or per kWh. 

*Arizona Citizen Action supports continuation of the Systems Benefit Charge 
to meet low income, hardship and other social obligations. These are not 
stranded costs. We oppose nuclear decommissioning recovery from the SBC 
fund or investors receiving monies from the Systems Benefit Charge. 

*Arizona Citizen Action concurs with the position of witnesses for the Arizona 
Corporation Commission, the Residential Utility Consumers Office and the 
Arizona Consumers Council, who testify that not all stranded costs need to be 
recovered and that stranded costs should be split between the investors and 
the ratepayers. 

*Arizona Citizen Action supports clean elections and a return to government 
working for its ordinary citizens. Thus, we are very disturbed to see that Arizona 
utilities are contributing large sums of money as they lobby for their special 
interests in Congress. (see attached article, “The Business Journal”, APS . . .) 
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*Arizona Citizen Action wishes to call to the Commission’s attention another 
article in “The Business Journal”, (Rising.. .). It points out that deregulation of 
airlines has had serious deleterious effects in service, especially in rural areas, 
and that rates have increased in many areas. Consequently there are bills being 
introduced in Congress 1) for regulation and 2) to promote service in areas that 
are not well served. We fear similar consequences from electric deregulation 
and ask that the utmost consideration be given to protect small residential and 
rural consumers. 

*Arizona Citizen Action wishes to enter a document into the record: The Impact 
of Retail Wheelinq on Tax Revenues in Texas, An Economic and Policy Analysis 
prepared by MGT of America, January 1997. This study suggests that Arizona 
could suffer “higher electrical rates for residential and small commercial 
customers”, p. 2, and that school districts, and municipalities could suffer tax 
losses, p. 3. The study suggests that small residential rates will increase while 
large commercial, industrial electricity rates will decrease, p. 5. Arizona utilities 
as well as small customers could lose in the deregulation process. 

Retail competition is likely to come to large users (e.g. industrial 
customers) of electricity first because of the size of their demand and, in 
general, their superior negotiating position. An electricity provider stands 
to gain much more revenue by persuading a large industrial customer to 
switch suppliers, which gives this new competitor a greater likelihood of 
recouping the significant capital cost of generating the capacity to serve 
that customer. This leaves the current provider with less revenue, but an 
obligation to continue to serve customers with lesser profit potential- 
typically the residential and small commercial user. 

environment (with its own set of rules, such as the obligation to serve all 
users) must pay for the cost of existing facilities from a suddenly smaller 
revenue base. This need for more revenue from existing customers will 
put upward pressure on the rates of remaining customers-again, the 
residential and small commercial customers. (p. 21) 

More important, the current provider, just coming out of a regulated 

*Arizona Citizen Action opposes exemptions to stranded costs except for the 
standard offer customers who are already paying the costs. Any exemption- 
no matter how beneficial it sounds-will mean additional and higher costs for 
the small residential consumers. 

**In summary, Arizona Citizen Action supports holding harmless (re costs) 
standard offer consumers, a rate cap and reduction, solar provisions, systems 
benefits charges, per kWh recovery, less than 100% recovery that is split 
between investors and ratepayers. We oppose exemptions for stranded costs. 
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